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IN THE MATTER OF THE PROPOSED DOCKET NO. RG-bOOOOA-15-009s
AMENDMENTS TO THE PIPELINE SAFETY
RULES A.A.C. R14-5-202, R14-5-203, R14-5-204,

R14-5-205, AND R14-5-207. | PROCEDURAL ORDER
BY THE COMMISSION:

On April 23, 2015, the Commission issued Decision No. 75023, directing the Commission’s
Safety Division (“Staff”) to prepare and file a Notice of Rulemaking Docket Opening (“NRDO”) and
a Notice of Proposed Rulemaking (“NPRM”) to adopt revisions to A.A.C. R14-5-202, R14-5-203,
R14-5-204, R14-5-205, and R14-5-207, primarily updating incorporations by reference of federal
regulations (“CFRs”), but also inserting a new R14-5-202(T)" “for clarity and to specify the CFR
provisions . . . that it modifies.”

On May 15, 2015, the NRDO and NPRM were published in the Arizona Administrative
Register. The preliminary summary of the economic, small business, and consumer impact, in the
Preamble to the NPRM, included the following statements related to R14-5-202(T): “Operators of
Liquefied Natural Gas facilities will experience some increased testing costs when welding is
performed. However, because welding is a nonrecurring activity, the additional cost is anticipated to
be minimal.”

On June 18, 2015, an oral proceeding was held for the NPRM, with no members of the public
attending to provide comment. Additionally, no member of the public filed written comments

regarding the NPRM.

! The proposed R14-5-202(T) read as follows: “An operator of an LNG facility shall ensure that nondestructive testing
is completed for each weld performed on newly installed, replaced, or repaired pipeline or an appurtenance. This modifies
49 CFR 193.2303.”
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On August 26, 2015, the Commission issued Decision No. 75250, adopting the text of the rules
as set forth in the NPRM, with revisions to the parenthetical dates for citations to CFRs and a federal
form incorporated by reference therein; adopting an Economic, Small Business, and Consumer Impact
Statement (“EIS™);? and directing Staff to prepare a Notice of Final Rulemaking (“NFRM”) package
and submit it to the Office of the Attorney General (“OAG”).

Subsequent to the filing of the NFRM packet with the OAG on September 16, 2015, Staff
learned that the OAG considered the modifications to the date parentheticals adopted in Decision No.
75250 to constitute a substantial change under AR.S. § 41-1025. The OAG indicated that the
Commission could complete an emergency rulemaking, under A.R.S. § 41-1026, to make the rule
changes adopted in Decision No. 75250 effective pending completion of additional regular rulemaking.

On October 22, 2015, the Commission issued Decision No. 75289, directing Staff to prepare
and file with the OAG a Notice of Emergency Rulemaking (“NERM”) adopting the rule revisions
approved in Decision No. 75250.

On November 25, 2015, the Commission issued Decision No. 75339, directing Staff to prepare
and file a Notice of Supplemental Proposed Rulemaking (“NSPRM”) including the text attached to the
Decision and directing the Hearing Division to hold an oral proceeding on the NSPRM on January 19,
2016.

On December 11, 2015, the NSPRM was published in the Arizona Administrative Register.

On January 1, 2016, the NERM was published in the Arizona Administrative Register, with an
effective date of December 15, 2015, the date that the NERM was filed with the Office of the Secretary
of State by the OAG.

On January 19, 2016, Spectrum LNG (“Spectrum™), the owner of Desert Gas, LP (“Desert
Gas”) and a liquefied natural gas plant in Ehrenberg, Arizona, filed comments regarding the NSPRM.
Spectrum took issue with R14-5-202(T), as proposed in the NSPRM, and provided a list of concerns
related to that provision as well as the rulemaking process. A representative for Spectrum also appeared

at the oral proceeding held that day, as the only member of the public commenting; stated that

2 The Decision directed Staff to include in the EIS language concerning the increased testing costs for LNG facilities
when welding is performed.
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comments had been filed; expressed a desire for Spectrum to have additional opportunity to provide
input; and requested that any questions regarding the written comments be directed to Raymond
Latchem, Spectrum’s President.

On January 26, 2016, Staff filed its Responses to Spectrum’s Comments.

Although Staff has provided a response to each of the concerns expressed in Spectrum’s letter,
the Commission needs additional information to determine whether the public interest will be best
served by adoption of R14-5-202(T) in this regular rulemaking. Thus, Staff will be required to file
additional information regarding specific issues raised by Spectrum, and Spectrum and any other
interested person will be permitted to file responses to Staff’s additional filing.

IT IS THEREFORE ORDERED that Staff shall, on or before F ebruary 22, 2016, file a
narrative response to each of the following questions, along with any available supporting data and
documentation:?

1. What are the technologies available to non-destructively test welds as required under
R14-5-202(T)?

2. What is the estimated cost to test a weld using each of the technologies identified in
response to question 2?

3. To Staff’s knowledge, has any other U.S. state, any other jurisdictional governmental
entity,* or any recognized industry standard-setting entity’ adopted a requirement substantially similar
to that in R14-5-202(T) or more stringent than the requirement in 49 CFR 193.203? If so, please
identify each such entity and provide a copy of the requirement adopted.

4, What caused Staff to conclude that it is necessary to require nondestructive testing of
each weld performed on site at an LNG facility on newly installed, replaced, or repaired LNG pipeline

or appurtenances?

> Ifasupporting document is voluminous, rather than providing the entire document, Staff may provide the most relevant

excerpt/s along with full identification of the document, its proponent, any publication in which it appears, and where it is
available.

*  “Jurisdictional governmental entity” means any official governing body with regulatory jurisdiction over a particular
industry, practice, or region in the U.S. or any other country.

> “Recognized industry standard-setting entity” means an organized body that is nationally or internationally recognized
for its knowledge and expertise in a particular field and that adopts uniform standards to be applied in that field, such as the
National Fire Protection Association or the International Code Council.
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5. Is Staff aware of any incidents of weld failure in LNG facility pipeline or appurtenances
in the U.S. or any other country? If yes, please identify where and when the incident occurred, identify
what entity or entities owned and operated the affected LNG facility pipeline or appurtenances,
describe any findings regarding the cause of the incident and identify by whom those findings were
made, and describe the physical and economic damages caused by the incident.

6. What is the operating pressure present in typical LNG pipeline and appurtenances used
in the same manner as those at Desert Gas’s LNG facility?

7. What is the operating pressure present in typical natural gas transmission pipelines for
which 100 percent of new welds must be nondestructively tested?

8. What are the temperatures present in typical LNG pipeline and appurtenances used in
the same manner as those at Desert Gas’s LNG facility, and what impact do those temperatures have
upon pipeline and weld materials?

9. What are the temperatures present in the typical natural gas transmission pipelines
described in question 7, and what impact do those temperatures have upon pipeline and weld materials?

10.  Why does Staff believe that it is not necessary to nondestructively test all welds made
by a manufacturer of a prefabricated assembly being newly installed at an LNG facility (i.e., that it is
only necessary to nondestructively test the welds made on site to connect the prefabricated assembly
to the existing LNG facility pipeline and appurtenances)?

11.  To Staff’s knowledge, has any other U.S. state, any other jurisdictional governmental
entity,’ or any recognized industry standard-setting entity’ considered and decided not to adopt either
a requirement substantially similar to that in R14-5-202(T) or a requirement more stringent than the
requirement in 49 CFR 193.203? If so, please identify each such state or entity and provide a copy of
any documentation regarding the entity’s consideration and decision not to adopt the requirement.

IT IS FURTHER ORDERED that Desert Gas and any other interested person may, on or
before March 17, 2016, file a narrative response to each of Staff’s responses to the questions set forth

above, along with any available supporting data and documentation.

8 “Jurisdictional governmental entity” has the same meaning as in note 4.
“Recognized industry standard-setting entity” has the same meaning as in note 5.
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IT IS FURTHER ORDERED that the Administrative Law Judge may rescind, alter, amend, or

waive any portion of this Procedural Order either by subsequent Procedural Order or by ruling at
hearing.

DATED this Zg day of January, 2016.

%J%

SARAH N. HARPRING

ADMINISTRATIVE LAW J UDGE
Cop the foregoing mailed/delivered
thlS ‘NG day of January, 2016, to:
Jennifer Crapisi FrarkMcRae
Abbott Laboratories City of Mesa .
1250 West Maricopa Highway 640 North Mesa Drive
Casa Grande, Arizona 85193 P.O. Box 1466

Mesa, Arizona 85211-1466
James Payne

Alliant Gas Justin Burnett
2000 East Frontage Road City of Safford Utilities
P.O. Box 3025 405 West Discovery Park Blvd.
Page, Arizona 86040 Safford, Arizona 85546
James Payne Kevin T. Hagerick
Alliant Gas City of Willcox
200 West Longhorn Road 101 South Railroad, Suite B
Payson, Arizona 85541 Willcox, Arizona 85643
Joseph Covello Joseph Jesst
ALT - Applied Technologies Colorado City
5499 West Needle Mountain Road 320 East Newel Avenue
Topock, Arizona 86436 P.O. Box 840809

Hildale, Utah 84784-0809
Johnny Penrod o
Arizona Public Service Terry Rigoni
4606 West Hadley Copper Market Gas
P.O. Box 53999 P.O. Box 24!5
Phoenix, Arizona 85043 Bagdad, Arizona 86321
Scott Vickers Tom Steeper .
Calpine South Point Desert Gas Services
3779 Courtwright Road 50200 Colorado River Road
P.O. Box 5619 Ehrenberg, Arizona 85334
Mohave Valley, Arizona 86440

Ray Latchem
William Stephens Desert Qas, LP .
City of Benson Gas 1709 Utica Square, Suite 240
160 South Huachuca Tulsa, Oklahoma 74114
Benson, Arizona 85602
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Steve Lunt

Duncan Valley Electric/Gas Division
P.O. Box 440

379597 AZ HWY 75

Duncan, Arizona 85534

Tom Meek

El Paso Energy

2 North Nevada Avenue

Colorado Springs, Colorado 80903

Bob Stone

Gila River, L.P.

1250 East Watermelon Road
Gila Bend, Arizona 85337

Steve Lines

Graham County Utilities, Inc.
9 West Center Street

P.O. Drawer B

Pima, Arizona 85543

Brian Jaconi

Havasu Springs Resort
2581 Highway 95
Parker, Arizona 85344

Kenny Weickum

Ikard and Newsom

4359 US HWY 64

Kirtland, New Mexico 87419

Steve Marositz

Kinder Morgan Energy Partners, LP
2319 South Riverside Avenue
Bloomington, California 92316

Gary Simmerman

Mineral Park Inc.

7033 East Greenway Parkway, #120
Scottsdale, Arizona 85254

Joe Campbell

Mineral Park Inc.

8275 North Mineral Park Road
Golden Valley, Arizona 86413

Patrick Scott

Mojave Pipeline

5499 West Needle Mountain Road
Topock, Arizona 86436

Rick Duncan

North Baja Pipeline LLC

201 West North River Drive, #505
Spokane, Washington 99201
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Brandon Matthews

Pimalco Aerospace Aluminum
6833 West Willis Road, Box 5050
Chandler, Arizona 85225

Kevin Shaw

Palins LPG Services LP
14702 West Olive Avenue
Waddell, Arizona 85355

Rick Aragon

Questar .

1215 South Lake Street
Farmington, New Mexico 87499

Eric DeBonis

Southwest Gas Corp.
Corporate Office

5241 Spring Mountain Road
Las Vegas, Nevada 89150

Jim Lantto

Southwest Gas Corp.

Engineering Staff/Arizona Compliance
3401 East Gas Road

P.O. Box 26500

Tucson, Arizona 85726

Shawn Brink

Southwest Gas Corp.

Central Arizona Division

9 South 43" Avenue

P.O. Box 52075

Phoenix, Arizona 85072-2075

Jeff Hanenburg

Southwest Gas Corp.
Central Arizona Division
East Region

5705 South Kyrene Road
Tempe, Arizona 85283-1729

Mark Hingstrum
Southwest Gas Corp.
Southern Arizona Division
3401 East Gas Road

P.O. Box 26500

Tucson, Arizona 85726

Shaun McFatridge

Southwest Gas Corp.
Southern Nevada Division
1705 Langford Drive
Bullhead City, Arizona 86442
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Otis Williams

Swissport Fueling, Inc.
4200 East Airlane Drive
Phoenix, Arizona 85034

oy

Fausto Luna

Remote Tank Farm

250 North 55% Avenue
Phoenix, Arizona 85043

Nathan Hlavaty

Transwestern Pipeline

8001 Jefferson N.E.

Albuquerque, New Mexico 87113

Paul Huber

Tuba City School District #15
P.O. Box 67

Tuba City, Arizona 86045
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Nathan Sheley

Unisource Energy Services

2901 West Shamrell Blvd., #110
Flagstaff, Arizona 86001
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John Richardson

Valle Air Park

801 South State HWY 64, Space 100
Valle — Williams, Arizona 85007-2927
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Phil Priebe

Zapco Energy Tactics Corp.
7501 South Swan Road
Tucson, Arizona 86706
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Bradley S. Carroll
UNS Gas, Inc.

P.O. Box 711

Tucson, Arizona 85702

—
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Robert Marvin

Division Director, Safety Division
2200 North Central Avenue, Suite 300
Phoenix, Arizona 85004
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Janice M. Alward

Chief Counsel, Legal Division
1200 West Washington Street
Phoenix, Arizona 85007
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By:

Tammy Velarde
Assistant to Sarah Harpring
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